BASE CONTRACT FOR SHORT-TERM
SALE AND PURCHASE OF NATURAL GAS

This Base Contract is entered into as of the following date: July 18,2001
The parties to this Base Contract are the following:
CALIFORNIA DEPARTMENT OF WATER RESOURCES andBP Energy Company

3310 El Camino Avenue Suite 120, Sacramento, CA 95821 18101 Von Karmen Ave. Ste. 1940 Irvine, CA 92612
Duns # Duns#

Contract # / \ Contract #

Attn: Garney L. Hargan / \ Attn: Scott Bond

Phone: 916-574-0290 Fax: 916-574-0301 / Phone: 949-251-8696 Fax: 949-251-0230
Federal Tax ID Number. Federal Tax ID Number:

Invoices (see Attachment for Payments): Invoices and Payments:

DWR c/o Interstate Gas Services, Inc. 501 West Lake Blvd. 4" Floor Houston
2600 Kitty Hawk Road Suite 101, Livermore, California 94550

Att: Ms. Suzanne McFadden, /. Att:BabaraHollins

Phone: 925-243-0350__ Fax: 925-243-0349 Phone: 281-366-5410 Fax: 281-366-5313

Wire Transfer or ACHNos. (ifapplicab) Wi ansfer CH Nos. W@E}\

This Base Contract incorporates by referencelfor all purposes the General Terms gnd Conglitions fgr Short-Tlerm Salg and Purchase of
Natural Gas publighed by the Gas Industry Standardg Board. [The partjes herelly agree fo the following grovisions offered in said
General Terms and|Conditigns (select only one from each box, blt see” Note" relgting to Section 2.p4.):

Section 1.2 X] Ord Section 6. Buyer Pays At and After Delivery Point
Transaction Procedyre ] Written Taxé\s O Sel|er Pays Before and|At Delivery Point
Section 2.4 [ 2 Busingss Days alter receipt (default) SectwK\?.Z __ 2%th | date of Month follgwing
Confirm Deadline X] Same Day PaymerX Date___Manth of delivdry
Section 2.5 Osdler i Wire Transfer (WT) /
Confirming Party O Buyer O Automated dlearinghou H)

Xl _BOTH |: O Check N\
Section 3.2 Xl Cover Sfandard
Performance Obl. O Spot Prige Standargl
Note: Thefollowing Spat Price Publjcation appl|esto both ofl theimmediately preceding Section 13.5

Standardsand miist befilled iin after a Stgndard is sel cted. i .
CHOICE OHLAW: | California

Section 2.24
Spot Price Publicatfon:_Gas Paily
Special Provigions: Number of sieets attached: 6 (§X) Attaghments: [ Number ¢f sheets gttached: 2 (Two)

IN WITNESS WHIEREOF, IEepartl hereto have execited this Base Contract in duplicate.

CALIFORNIA DkPART NT O ATER RESOURCES \ / BP ENERGY COMPANY
7 (Party Name)
By By
Title Title

DISCLAIMER: The purposes of this Contract are to facilitate trade, avoid misunderstandings and make more definite the terms of contracts of
purchase and sale of natural gas. This Contract is intended for Interruptible transactions or Firm transactions of one month or less and

may not be suitable for Firm transactions of longer than one month. Further, GISB does not mandate the use of this Contract by any party.
GISB DISCLAIMS AND EXCLUDES, AND ANY USER OF THIS CONTRACT ACKNOWLEDGES AND AGREES TO GISB'S
DISCLAIMER OF, ANY AND ALL WARRANTIES, CONDITIONS OR REPRESENTATIONS, EXPRESS OR IMPLIED, ORAL OR

WRITTEN, WITH RESPECT TO THIS CONTRACT OR ANY PART THEREOF, INCLUDING ANY AND ALL IMPLIED WARRANTIES
OR CONDITIONS OF TITLE, NON-INFRINGEMENT, MERCHANTABILITY, OR FITNESS OR SUITABILITY FOR ANY
PARTICULAR PURPOSE (WHETHER OR NOT GISB KNOWS, HASREASON TO KNOW, HAS BEEN ADVISED, OR ISOTHERWISE
IN FACT AWARE OF ANY SUCH PURPOSE), WHETHER ALLEGED TO ARISE BY LAW, BY REASON OF CUSTOM OR USAGE IN
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EACH USER OF THIS CONTRACT ALSO AGREES THAT UNDER NO
INCIDENTAL, EXEMPLARY, PUNITIVE OR

THE TRADE, OR BY COURSE OF DEALING.
CIRCUMSTANCES WILL GISB BE LIABLE FOR ANY DIRECT, SPECIAL,
CONSEQUENTIAL DAMAGESARISING OUT OF ANY USE OF THISCONTRACT.

GENERAL TERMSAND CONDITIONS
BASE CONTRACT FOR SHORT-TERM
SALE AND PURCHASE OF NATURAL GAS

SECTION 1. PURPOSE AND PROCEDURES
11 These General Terms and Conditions are int;ﬁe\;ln

Interruptible basis. "Buyer" refersto the party receiving
the \Written” version of transaction procedures as indicated on the Base

to facilitate purchase and sale transactions of Gas on a Firm or
d "Seller" refersto the party delivering Gas.

The parties have selected either the “Oral” version
Contract.

Oral Transaction Procedure:

12 The parties will use the following Transactigh Cogfirmyation procedure. Any Gas purchase and sale transaction may be
effectuated in an EDI transmission or telephone\ conversatipon with the offer and acceptance constituting the agreement of the
parties. The parties shall be legally bound from thegNqe t agree to transaction terms and may each rely thereon. Any such
transaction shall be considered a “writing” and to have been “signed”’. Notwithstanding the foregoing sentence, the parties agree

that Confirming Pgety shall 7and :;e(o(-hegparty maly, confirin a telephori ransa\cr'rsg‘ by sendﬂg—t-h%)ther ty a Transaction
Confirmation by facsimile, DI or miutually agreeable :means&ﬁm ng Party\adopts its confir
asits signature or] any Trafsaction Confirmation as th d authen

el ectroni ing lettethead, or the like,
cation tication qf Confirn
Written Transaciion Procedure:

ocedure| Should
Period, the Confirming Par
nicate sch Trangaction Confirmati
e Business Day following {he date g
ge of non3conflicting Transaction (
S provided inSection\L.3.

bs come t
ind the ot

ement regarding
may, record that
tually agreeable
cknowledge that
of the Confirm

n Confir
Delivery |

ransactid
rrticular [
d commd
ose of th
e exchan|

gpaty, o

eidentif ning Party.
12 The parties will upe the following T
a Gas purchase and sale trgnsaction for a pd
agreement on a Tfansaction Confirmation an
electronic means,|to the other party| by the ¢
their agreement Will not be binding until th
Deadline without pbjectior from the receivin

mation p the partié
y shall, &
bn by fagsimile, B
f agreement. The

onfirmation or th

D an agrg
ner party
DI or mu
parties g
b passage

13 If asending party's|{Transaction i i ing of the agreement
referred to in Sectjon 1.2.,|such regeiv arty shall rm Deagline, unless such
receiving party has previougly sent a Transagtion Confi eiving party to so notify

the transaction
sent Transaction
such differences
ons. The entire
ve Transaction
t, and (ii) these

Deadlin
Confirmgti
, then ne
ce that ¢
DSE provjsi
nong the
e docum

the sending party |n writin
described in the sending pa
Confirmations governing th

are resolved includiing the

ng until
saction

2.1
reference; that specif

beneral Jerms 396 Conditions by
mformationrequired herein.

22. "British thermal unit” or "Btu" shall have the ribed to it by the Receiving Transporter.
2.3. "Business Day" shall mean any day except Saturday, Sunday or Federal Reserve Bank holidays.
24. "Confirm Deadline" shall mean 5:00 p.m. in the receiving party's time zone on the second Business Day following the Day a

Transaction Confirmation is received, or if applicable, on the Business Day agreed to by the partiesin the Base Contract; provided, if
the Transaction Confirmation is time stamped after 5:00 p.m. in the receiving party's time zone, it shall be deemed received at the
opening of the next Business Day.

25. "Confirming Party" shall mean the party designated in the Base Contract to prepare and forward Transaction Confirmations
to the other party.

2.6. "Contract" shall mean the legally-binding relationship established by (i) the Base Contract and (ii) the provisions contained
in any effective Transaction Confirmation.
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27. "Contract Price" shall mean the amount expressed in U.S. Dollars per MMBtu, as evidenced by the Contract Price on the
Transaction Confirmation.

28. "Contract Quantity" shall mean the quantity of Gasto be delivered and taken as set forth in the Transaction Confirmation.

29. "Cover Standard", if applicable, shall mean that if there is an unexcused failure to take or deliver any quantity of Gas pursuant
to this Contract, then the non-defaulting party shall use commercially reasonable efforts to obtain Gas or alternate fuels, or sell Gas, at
aprice reasonable for the delivery or production area, as applicable, consistent with: the amount of notice provided by the defaulting
party; the immediacy of the Buyer's Gas consumption needs or Seller's Gas sales requirements, as applicable; the quantitiesinvolved,
and the anticipated length of failure by the defaulting party.

2.10. "Day" shall mean a period of 24 consecutive hoyks, coextensive with a "day" as defined by the Receiving Transporter in a
particular transaction.

211 "Delivery Period" shall be the period during which d

212, "Delivery Point(s)" shall mean such point(g
Transaction Confirmation.

iveries are to be made as set forth in the Transaction Confirmation.

213 "EDI" shall mean an electronic data interc suant\to an agreement entered into by the parties, specifically relating to
the communication of Transaction Confirmationsu

2.14. "EFP" shall mean the purchase, sale or exthange natural Gas as the "physical” side of an exchange for physical
transaction involving gas-futdres- sontracts. EFP shall i [ pedies-of- i

2.15. "Firm" shall mean that eith
prevented for reaspns of Fprce Ma
Majeure may be responsible for any| Imbal
made to the Transporter and until thg changei

2.16. "Gas" shadll mean |[any mixture d
methane.

217.  "Imbalang
failure to satisfy the Transporter'sbal

h performanceis
invoking Force
ne nomination is

pus state| consisting primarily of

d) assesped by a|Transporter for

218.  "Interrupt|ble" shall mean that either party may interrupt it any re?on, whethier or not caused
\ y

by an event of Forgce Majeure, with no liability, exc Imbalance Charges as set
forth in Section 4.3. related fo its interruEtion after the hange 'ty deliveries and/or
receiptsis confirme

2.19. "MMBtu" an one m|llion British thermal unitsyhichis equival dekatherm.

2.20. "Month" an the pIriod beginning oh the fir ending immediatgly prior to the
commencement of ay of the next calendar maonth.

221 " Payment | mean|a date, s¢lected by the part e which payment|is due Seller for
Gasreceived by By previoys Month

222.  "Receiving Transpprter" shall mean the Trangporter ref Point, or @bsent such receiving Transporter,
the Transporter del|vering Gas at a Dglivery Ppint.

2.23. "Schedulé all mear| the quarjtity of Gas confirr , transp tatiir;z management.

224 "Spot Pricelas refexed in ten1 3.2 shall [mean the price li f pfication speeifi y the pérties in the Base
Contract, under the listing applicable to the geograph|c locatign closest in proximity to the Delivery Point(s) for the relevant Day;
provided, if there is no single price published for suchHeeatien for such Day, but there is published a range of prices, then the Spot
Price shall be the average of such high and low prices. If no price or range of prices is published for such Day, then the Spot Price
shall be the average of the following: (i) the price (determined as stated above) for the first Day for which a price or range of pricesis
published that next precedes the relevant Day; and (i) the price (determined as stated above) for the first Day for which a price or
range of pricesis published that next follows the relevant Day.

2.25. "Transaction Confirmation" shall mean the document, substantially in the form of Exhibit A, setting forth the terms of a
purchase and sal e transaction formed pursuant to Section 1. for aparticular Delivery Period.

2.26. "Transporter(s)" shall mean all Gas gathering or pipeline companies, or local distribution companies, acting in the capacity of
atransporter, transporting Gas for Seller or Buyer upstream or downstream, respectively, of the Delivery Point pursuant to a particular
Transaction Confirmation.
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SECTION 3 PERFORMANCE OBLIGATION

31

in accordance with the terms of the Contract.

Transaction Confirmation.

Seller agrees to sell and deliver, and Buyer agrees to receive and purchase, the Contract Quantity for a particular transaction
Sales and purchases will be on a Firm or Interruptible basis, as specified in the

The parties have selected the“ Cover Standard” version or the* Spot Price Standard” version asindicated on the Base Contract. I

Cover Standard:

32

by Seller on any Day(s), payment by Seller to Buyer i
paid by Buyer utilizing the Cover Standard for replac

hich shall not be recovered twice by the following remedy, the exclusive
obligation shall be recovery of the following: (i) in the event of abreach

by Buyer to Seller in the amount equal to the positjve gifferefce, if any, between the Contract Price and the price received by Seller

utilizing the Cover Standard for the resale of such

'or commercially reasonable differences in transportation costs to or

from the Delivery Point(s), multiplied by the difference between the Contract Quantity and the quantity actually taken by Buyer for

such Day(s); or (iii) i

at

Buyer has used co|

mmercially reasonable effort

[5as Or

used commercially

ﬁr_rhfep ace the Gas or_sellerhiss

reasonable efforts no such replacenmm is avajlable, then the exclusive and sole remedy of
the non-breaching iny unfayorable differencg between the Contract Price and [the Spot| Price, adjusted for such
transportation to the applicable Delivery Poimt, multiplied by the difference between the [Contract| Quantity and the|quantity actually
delivered by Sellerjand received by Buyer for such Day(s).

Spot Price Standarp:

32 In addition to any lfiability fppor Imbalance Charges, whi overed tyice by the following remedy, the exclusive
and sole remedy of|the partigs in the gvent of @ breach gf aFirm » recovery of the following (i) in the event of abreach

by Seller on any D
quantity delivered

subtracting the Contract Prige from ]

By (S), payment by
by Seller and re

Seller to|Buyer in
iceived by Buyer
he Spot Price; (ii)

ference k

etween the Contr

Buyer on any D

e positi

e differ
Mment

act Quan
pnce, if

ity and the actual
y, obtained by
Buyer to Seller in

an amount equal td the diffarence befween the Contradt Quantity and the tity delivered er an eived by Buyer for
such Day(s), multiplied by the positiye differgnce, if arly, obtained by subtragting thexgpplicable Spqt Price filpmthe Contract Price

33 EXCEPT AS OTHERWISE $PECIFICALLY PROVIDED HEREIN, IN NO\EVENT WILL EITHER PARTY BE LIABLE UNDER
THIS CONTRACT,|WHETHER IN CONTRACT, IN TORT (INCLUDING NEGLIGENCE AND STRICT LIABILITY), OR OTHERWISE,
FOR INCIDENTAL], CONSHQUENTIAL, SPECIAL, OR[PUNITIME DAMAGES.

SECTION 4. TRANSPORTATION, NOMINATIONS AND IMBALANCE

4.1 Seller shdl have the sole résponsibility for tfansporting the Ggs to the|Delivery Point(s) and for [delivering such Gas at a
pressure sufficient| to effect such delivery buit not to gxceed the maximum opergting pressure of the Receiving Trahsporter. Buyer
shall have the sole tesponsihjility for Mﬂg the Gas from the Delivery Point(g).

42. The parties shall cagrdinat H nominatipn activities, givwcient ime to me eadlingg of the affected

Transporter(s). Each party give the other party|ti rior notice, sufficient to meet the requirements of all Transporter(s)
involved in the transaction, of the quantities of Gas td iviered and purchased each Day. Should either party become aware that
actual deliveries at the Delivery Point(s) are greater or lesser than the Scheduled Gas, such party shall promptly notify the other party.

43. The parties shall use commercialy reasonable efforts to avoid imposition of any Imbalance Charges. If Buyer or Seller
receives an invoice from a Transporter that includes Imbalance Charges, the parties shall determine the validity as well as the cause of
such Imbalance Charges. If the Imbalance Charges were incurred as aresult of Buyer's actions or inactions (which shall include, but
shall not be limited to, Buyer's failure to accept quantities of Gas equal to the Scheduled Gas), then Buyer shall pay for such Imbalance
Charges, or reimburse Seller for such Imbalance Charges paid by Seller to the Transporter. If the Imbalance Charges wereincurred asa
result of Seller's actions or inactions (which shall include, but shall not be limited to, Seller'sfailure to deliver quantities of Gas equal to
the Scheduled Gas), then Seller shall pay for such Imbalance Charges, or reimburse Buyer for such Imbalance Charges paid by Buyer
to the Transporter.
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SECTION 5. QUALITY AND MEASUREMENT

All Gas delivered by Seller shall meet the quality and heat content requirements of the Receiving Transporter. The unit of quantity
measurement for purposes of this Contract shall be one MMBtu dry. Measurement of Gas quantities hereunder shall be in accordance
with the established procedures of the Receiving Transporter.

SECTION 6. TAXES

The parties have selected either the “Buyer Pays At and After Delivery Point” version or the “ Seller Pays Before and At Delivery
Point” version asindicated on the Base Contract.

Buyer Pays At and After Delivery Point: / \

Seller shall pay or causeto be paid all taxes, fees, levigs, penalties, licenses or chargesimposed by any government authority (“ Taxes")
on or with respect to the Gas prior to the Delivery Pgint(g).\ Buyer shall pay or causeto be paid all Taxes on or with respect to the Gas
at the Delivery Point(s) and all Taxes after the Deliyery i

entitled to an exemption from any such Taxes or ch shall furyish the other party any necessary documentation thereof.
Seller Pays Beforeand At Ddlivery Point:

Seller shall pay or cAuse to bg'paid all taxes, , levieg, penalties, licen ges irr}s\osed by any govenment aythority (“ Taxes")
on or with respect to the Gas prior tothe Deliviery Poini(s) and all Taxes ivery Point(s). Buyer shall|pay or cause to be paid all
Taxes on or with respect to the Gas int(s). | If aparty is required to remit or pgy Taxes which ar¢ the other party’s
responsibility hereunder, the party nesponsible for such Taxeq shall promptly re¢imburse|the othgr party fpr such Taxes. Any party
entitled to an exemption from any sup shall flijrnish the other party any necessary|documentation thereof.

SECTION 7. BILLING,

7.1 Seller shall invoice Buyer { and recelved in the precgding Month and for any other applicable charges,
providing supportipng documentation accept ustry practice to support the amount chargefl. If thelactual quantity delivered
is not known by the billing date, billjng will be prepared based on the quantity of Scheduled Gas. [The invojced quantity will then be
adjusted to the actyal quantity on the| ' Mation'

7.2. Buyer shd
the later of the Pay
payment is due on
on the unpaid port
Rates' by The W4
applicable lawful i
to Seller such am

unless objected to in writing, with adequate explanatidn and/or [documentation, within two years after the Month of Gas delivery. All
retroactive adjustments under Section 7. shall be paid in full by the party owing payment within 30 days of notice and substantiation
of such inaccuracy.

SECTION 8. TITLE, WARRANTY AND INDEMNITY

8.1 Unless otherwise specifically agreed, title to the Gas shall pass from Seller to Buyer at the Delivery Point(s). Seller shall have
responsibility for and assume any liability with respect to the Gas prior to its delivery to Buyer at the specified Delivery Point(s).
Buyer shall have responsibility for and assume any liability with respect to said Gas after its delivery to Buyer at the Delivery Point(s).
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8.2 Seller warrants that it will have the right to convey and will transfer good and merchantabletitle to all Gas sold hereunder and
delivered by it to Buyer, free and clear of al liens, encumbrances, and claims.

8.3. Seller agrees to indemnify Buyer and save it harmless from all losses, liabilities or claims including attorneys' fees and costs
of court ("Claims"), from any and all persons, arising from or out of claims of title, personal injury or property damage from said Gas or
other charges thereon which attach before title passes to Buyer. Buyer agreesto indemnify Seller and save it harmless fromall Claims,
from any and all persons, arising from or out of claims regarding payment, personal injury or property damage from said Gas or other
charges thereon which attach after title passesto Buyer.

84. Notwithstanding the other provisions of this Section 8., as between Seller and Buyer, Seller will beliable for al Claimsto the
extent that such arise from the failure of Gas delivered by Seller to meet the quality requirements of Section 5.

SECTION 9. NOTICES

9.1. All Transaction Confirmations, invoices, pg

9.2. All Notices required hereunder may be se imile or mutually acceptable electronic means, a nationally recognized
overnight courier service, first class mail or hand de @

9.3. Notice shall be given when received on a B Py the addressee. In the absence of proof of the actual receipt date,
the following presumptions WI|| apply Notices sent by ile shall be deemed to have been received upon the sending party's

receipt of its facsimil i i : ansmission, if the Heh—S ifrHe s received is not a
Business Day or is #fter fivef.m. on z : imi deemed\to have ben received on the next following
Business Day. Notice by oyernight mai i all be degmed to have been receivedl on the next Business Day| after it was sent

or such earlier time asis confi Vi . ice viafi i be consiflered del{vered twio Business Days

ise, eithar party may demand adeqyate assurance of
performance. Adequate ag P i \ty i ne term feasonably ecified by the party
prepayn ity inferest in an asset

acceptable to the gdemandin itworthy entity. ther party shall
(i) make an assignnmyent or any generd arrangement for N) default in the pay ligatigpfo the other party;
(iii) file a petition |or otherjvise commence, authorizd i i encement of a—pr-eeeg' cause under any
bankruptcy or similar law fqr the profect ‘ itors itior fi roceeding commenc it; (iv) otherwise
become bankrupt gr insolve @ i : they fall due; then the other|party shall have

the right to either yithhold [and/or iveri , rminate\the Contyact withqut prior hotice, ir| addition to any
and all other remedies avail i i end delivVeries to Buyer hereunder ih the event Buyer has not
paid any amount dlie Seller hereunder on or b ing the date such{payment|is due.

10.2. Each party reserv | and other defen:

from the Contract.

SECTION 1

which it is or may be entitled to arising

111 Except wi ‘ make payment dye under Bection 7. and Imbalance Charges yinder Section 4,
neither party shall e liable K rform a Hrm obligation, tothe extent such faill ure was/caused by Force Majeure.
The term "Force M & efein means|any cauge not reasol withipthe control party cla’ming suspension,

as further defined in Section 11.2.

112 Force Majeure shall include but not be limited to the following: (i) physical events such as acts of God, landslides, lightning,
earthquakes, fires, storms or storm warnings, such as hurricanes, which result in evacuation of the affected area, floods, washouts,
explosions, breakage or accident or necessity of repairs to machinery or equipment or lines of pipe; (i) weather related events
affecting an entire geographic region, such as low temperatures vhich cause freezing or failure of wells or lines of pipe;
(iii) interruption of firm transportation and/or storage by Transporters; (iv) acts of others such as strikes, lockouts or other industrial
disturbances, riots, sabotage, insurrections or wars; and (v) governmental actions such as necessity for compliance with any court
order, law, statute, ordinance, or regulation promulgated by a governmental authority having jurisdiction. Seller and Buyer shall make
reasonable efforts to avoid the adverse impacts of a Force Majeure and to resolve the event or occurrence once it has occurred in
order to resume performance.

113. Neither party shall be entitled to the benefit of the provisions of Force Majeure to the extent performance is affected by any
or al of the following circumstances. (i) the curtailment of interruptible or secondary firm transportation unless primary, in-path, firm
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transportation is also curtailed; (i) the party claiming excuse failed to remedy the condition and to resume the performance of such
covenants or obligations with reasonable dispatch; or (iii) economic hardship. The party claiming Force Majeure shall not be excused
fromitsresponsibility for Imbalance Charges.

114. Notwithstanding anything to the contrary herein, the parties agree that the settlement of strikes, lockouts or other industrial
disturbances shall be entirely within the sole discretion of the party experiencing such disturbance.

115. The party whose performance is prevented by Force Majeure must provide notice to the other party. Initial notice may be
given orally; however, written notification with reasonably full particulars of the event or occurrence isrequired as soon as reasonably
possible. Upon providing written notification of Force Majeure to the other party, the affected party will be relieved of its obligation
to make or accept delivery of Gas as applicable to the extent and for the duration of Force Majeure, and neither party shall be deemed
to have failed in such obligations to the other during such/o&currence or event.

SECTION 12. TERM

This Contract may be terminated on 30 days’ written but\shall remain in effect until the expiration of the latest Delivery Period
of any Transaction Confirmation(s). The rights of either/p. ursuant to Section 7.4., the obligations to make payment hereunder,
and the obligation of either party to indemnify the , puxsuant hereto shall survive the termination of the Base Contract or any

131 This Contr. i i i CCEeSSOTs, assigns, petsgnd\repr tatives, and heirs
of the respective pdrties herg¢to, and the covenants, conditions, 1 s Contragt shall ryn for the full term of this

prior written consent of the non-assigning
y may transfer itq interest to any parent or
y. Upon| any trarjsfer and jassumption, the

party, which consé
affiliate by assign
transferor shall not|be reli

able by gny court|having jurisdiction, such
nent or covenant df this Coptract.

132 If any prgvision i
determination shall

133. No waive y other[or subsefuent brgach.

134. This Confract sets|forth allf understandings between the paxties respecting each transacfion subject herejo, and any prior
contracts, understandings nat.i.ans,JAdneth:r oral or written\relating\to such transactionsare mergeg+

by this Contract and any effective Transaction Confirmation(s). This Coxstract may be amended oﬁlmwritin executed by both
parties.
135.  Theinterpretation and perfgrmance ¢f this Contract
Base Contract, excluding, however, gny conflict of laws rule whiich would

136. This Contfact and &l provigons hergfn will be subject o all app tatutes, nules, orders and regulations of any
Federal, State, or llocal governmentdl authorify having jurisdiction over the parties, their| facilities, or Gad supply, this Contract or
Transaction Confirmation off any proyisions thereof.

s of the state spedfied by
other jurisdictiop.

he partiesin the

137. Thereisnp third party beneficiary tofthis Confract.

plete alithority to enter into and perform this
nts and warrantsfthat it has full and complete

138. Each party to this Contract fepresents and wafrants tha it has f
Contract. Each perison wholexecuteqthis Contract on Hehalf of ¢ither p
authority to do so agd that sch parthound thereby.
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TRANSACTION CONFIRMATION EXHIBIT A
FORIMMEDIATE DELIVERY

DWR(CERS) Date: :

Transaction Confirmation #:

This Transaction Confirmation is subject to the Base Conjtrakt between Seller and Buyer dated .
Theterms of this Transaction Confirmation are binding vinless disputed in writingwithin 2 Business Days of receipt unless
otherwise specified in the Base Contract.

SELLER: / A BUYER:
ALIFORNIA DEPARTMENT OF WATER RESOURCES, P.
[/
\_\

. Box 219001
3‘310 El Camino Avenue Suite 120, Sacramento, CA 95821
Attn: Attn: Garney L. Hargan

Phone: 916-574-029¢
Phone: V4 Fax: 91657401 ”\ ~ \

Fax: Base Contract No.
Base Contract No Transpprter:
Transporter: Transpprter Contract Number:

Transporter Contract Nunbgr:

Contract Price; $_| /MM Btu or

Delivery Period: Begin: , En A .

Performance Obligation anf Contract Quantity: (Select One)

L ]

Firm (Fixed Quantjity): Firm (Variable Quantity; nterruptible:
MM Btus/day | MMBtus/day [Minikqum Upto_ | MMPBtus/day

O EFP _ | MMBtus/day Maximim

subject to Segtion 4.2
O Buyer or A Seller

K

Delivery Point(s):
(If apooling point js used, list a specific geographic and pipeling location):

Special Conditions:

NN -/ /L

Seller: Buyer:

By: By:
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SPECIAL PROVISIONS
to the BASE CONTRACT FOR SHORT TERM
SALE AND PURCHASE OF NATURAL GAS
(GISB Standard 6.3.1, version 1.4, Dated January 7, 2000)
between

CALIFORNIA DEPARTMENT OF WATER RESOURCES
P. O. Box 219001
3310 El Camino Avenue
Sacramento, CA 95821

(‘Buyer’)
and

BP ENERGY COMPANY
18101 Von Karmen Ave. (“Seller”)
Suite 1940, Irvine, CA 92612
Dated: July 18, 2001

(“Sdle™)
Contract # 601132

The parties agree to amend the General Terms and Conditions of the Base Contract as
follows:

1. The following shall be added immediately following Section 1.1:

1.1.1 The parties agree that this Base Contract shall only be used for
transactions having a Delivery Period of one year or less and may not be used for
transactions having a delivery period in excess of one year.

2. Section 2.9 and Section 3.2 shall be amended as follows:

The phrase “or aternate fuels’ shall be deleted.

3. Section 2.14 shall be deleted.

4. The following shall be added immediately following Section 2.26:
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2.27. “"Fund” shal mean Department of Water Resources Electric Power Fund
established by Section 80200 of the Water Code of the State of California (the
“Water Code”).

“Transaction" shall mean a purchase and sale transaction formed pursuant to
Section 1. for a particular delivery period.

5. Section 7.1, first sentence, shall be revised to read as follows:

7.1  Sdler shal invoice Buyer for Gas delivered and received in the preceding
one-month period and for any other applicable charges, providing supporting
documentation acceptable in industry practice to support the amount charged.

6. Section 7.2, first sentence, shall be revised to read as follows:
7.2  Buyer shall remit the amount due in the manner specified in the Base
Contract, in immediately available funds, on or before ten (10) days after receipt
of the invoice by Buyer; provided that if the Payment Date is not a Business Day,
payment is due on the next Business Day following that date.

7. The second sentence of Section 8.3 shall be amended to read as follows:

To the extent expressly permitted by law, Buyer agrees to indemnify Seller and
save it harmless from al Claims, from any and all other persons, arising from or
out of claims regarding payment, personal injury or property damage from said
Gas or other charges thereon which attach after title passes to Buyer.

8. Section 10 should be deleted in its entirety and replaced with the following text:

10.1 Conditions Precedent. Seller’s sale and delivery of Gas to Buyer hereunder
is contingent upon and subject to the following:

10.1.1 Payment to Seller in accordance with the terms of Section 7
hereof;

10-1.310.1.2 Buyer shall maintain arating of BBB- or better by Standard
& Poor's Rating Group e—and a Baa3 or better by Moody's Investor

Services, Inc. on bonds, notes or other indebtedness of Buyer secured by a
pledge or assignment of all revenues under any obligation entered into by
Buyer with respect to the Fund, and rights to receive the same, and

moneys on deposit in the Fund and income or revenue derived from the
investment thereof (such bonds, notes or other indebtedness being referred
to as “Bonds’).
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10.1.3 Buyer's agreement to provide Seller with a monthly report
summarizing all funds expended and funds available versus al power and
natural gas expenditures.

10.2 Financia Responsibility. When reasonable grounds for insecurity of
payment or title to the Gas arise, either party may demand adequate assurance of
performance. Adequate assurance shall mean sufficient security in the form ard
for the term reasonably specified by the party demanding assurance. Buyer's
obligation to make payment of amounts due under this Base Contract from the
Fund in accordance with the provisions of Sections 10.4 and 10.5 shall be deemed
sufficient security in form and term acceptable to Seller for the purposes of
Section 10.1. In no event shall Buyer be required to provide a standby irrevocable
letter of credit, a prepayment, a security interest in any asset, a performance bond
or a guarantee hereunder. For the purpose of this Base Contract “adequate
assurance of performance” with respect to Buyer shall mean (1) evidence
reasonably satisfactory to Seller that Buyer either has, or reasonably expects to
have, sufficient funds on hand to meet its obligations, including its obligations
under this Base Contract, based on, among other things, current fund balances,
outstanding bills to or expected collections from retail customers, revenue
expected from the sale of surplus power or other expected revenues, or rate
increases implemented or to be implemented to meet Buyer's revenue
requi rements and (2) Buyer havinq, and retaining, with reqard to Buyer’s bonds,

S Jrep ' . Standard & Poor sRatl ng
Group, or its successor, etLand Baa3 or better by Moody's Investor Services,
Inc., or its successor. Buyer shall not be in default under Section 10.3(vi) if, upon
a request for adequate assurance, Buyer (a) has paid all amounts due and payable
hereunder in accordance with the terms hereof, and (b)(i) demonstrates to the
reasonabl e satisfaction of Seller expected revenues sufficient to provide for timely
payment of all its obligations, and/or (ii) immediately undertakes to establish and
revise, if it has not previoudy established and revised, its revenue requirements
pursuant to Section 10.5 so as to provide for timely payment of al its obligations,
including payments under this Base Contract.

10.3 Events of Default. In the event either party shall (i) make an assignment
or any general arrangement for the benefit of creditors; (ii) default in the payment
obligation to the other party; (iii) file a petition or otherwise commence,
authorize, or acquiesce in the commencement of a proceeding or cause under any
bankruptcy or similar law for the protection of creditors or have such petition
filed or proceeding commenced against it; (iv) otherwise become bankrupt or
insolvent (however evidenced); or (v) be unable to pay its debts as they fal due;
(vi) fail to provide the requesting party with adequate assurance in accordance
with this Section 10 in form acceptable to the requesting party within seventy-two
(72) hours of a demand therefor; then the other party shall have the right to either
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withhold and/or suspend deliveries or payment upon no less than two (2) Day’s
written notice, or establish a date on which this Contract will terminate if the
default is not cured (“Early Termination Date”) upon giving five (5) business days
written notice to the defaulting party; provided that upon the occurrence of a
default listed in items (iii) and (iv) of this Section hereof, as it may apply to any
party, this Contract shall automatically terminate, without notice, as if an Early
Termination Date has been immediately declared. Seller may immediately
suspend deliveries to Buyer hereunder in the event Buyer has not paid any amount
due Seller hereunder on or before the second Day following the date such
payment is due. The nondefaulting party’s rights under this Section are in
addition to any and all other remedies available hereunder. Each party reserves to
itself all rights, set-offs, counterclaims, and other defenses which it is or may be
entitled to arising from the Contract.

10.3.1 Notwithstanding anything herein or in a Transaction Confirmation
to the contrary, Buyer's obligation to make payments hereunder shall be
limited solely to the Fund. Any liability of Buyer arising in connection
with this Base Contract or any claim based thereon or with respect thereto,
including, but not limited to, any payment pursuant Section 3.2 hereof
arising as the result of any breach or event of default under this Base
Contract, and any other payment obligation or liability of or judgment
against Buyer hereunder, shall be satisfied solely from the Fund.
NEITHER THE FULL FAITH AND CREDIT NOR THE TAXING
POWER OF THE STATE OF CALIFORNIA ARE OR MAY BE
PLEDGED FOR ANY PAYMENT UNDER THIS BASE CONTRACT.
Revenues and assets of the State Water Resources Development System
shall not be liable for or available to make any payments or satisfy any
obligation arising under this Base Contract.

10.4. Payments under this Base Contract shall constitute an operating expense
of the Fund payable prior to al (a) bonds, notes or other indebtedness secured by
a pledge or assignment of all revenues under any obligation entered into, and
rights to receive the same, and moneys on deposit in the Fund and income or
revenue derived from the investment thereof or (b) payments to the general fund.
The foregoing shall be reflected in any bond resolution or indenture providing for
issuance by Buyer of Bonds.

10.5. In accordance with Section 80134 of the Water Code, Buyer covenants
that it will, at least annually, and more frequently as required, establish and revise
revenue requirements sufficient, together with any moneys on deposit in the Fund,
to provide for the timely payment of al obligations which it has incurred,
including any payments required to be made by Buyer pursuant to this Base
Contract. As provided in Section 80200 of the Water Code, while any obligations
of Buyer pursuant to this Base Contract remain outstanding and not fully
performed or discharged, the rights, powers, duties and existence of Buyer and the
4
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Public Utilities Commission shall not be diminished or impaired in any manner
that will affect adversely the interests and rights of the Seller under this Base
Contract.

10.6 Early Termination. If an Early Termination Date has been declared, the
non-defaulting party shall have the right to liquidate al Transactions (including
any portion of a Transaction not yet fully delivered) then outstanding by:

(a) closing out each Transaction being liquidated at its Market Value so
that each such Transaction is canceled and a settlement payment in an
amount equal to the positive difference between such Market Value and
the Contract Value, as defined below, of such Transaction shall be due to
the Buyer under the Transaction if such Market Value exceeds the
Contract Vaue and to the Seller if the opposite is the case; and

(b) discounting each amount then due under clause (a) above to present
value in a commercialy reasonable manner as at the time of liquidation (to
take account of the period between the date of liquidation and the date on
which such amount would have otherwise been due pursuart to the
relevant Transaction); and

(c) setting off or aggregating, as appropriate, all such settlement payments
(discounted as appropriate) and (at the election of the non-defaulting
party) any or al other amounts owing between the Parties under this
Contract so that all such amounts are aggregated and/or netted to a single
liquidated amount payable by one Party to the other. Such net amount due
shall be paid by the close of business on the Business Day following the
Early Termination Date.

For purposes of this Section, “Contract Value’ means the quantity of Gas
or other product remaining to be delivered under a Transaction multiplied
by the Contract Price per MMBtu. “Market Value” means the quantity of
Gas or other product remaining to be delivered under a Transaction
multiplied by the market price per MMBtu determined by the non
defaulting party in a commercially reasonable manner considering, among
other valuations, quotations from leading dealers in gas contracts, any or
all of the settlement prices of the NYMEX gas futures contracts, any or all
of the settlement prices on other established gas exchanges and other bona
fide third party offers. The rate of interest used in calculating net present
value shall be determined by the non-defaulting party's cost of funds at the
time of defaullt.

10. The following shall be added immediately following Section 13.8:

13.9. Sdler has stated that, because of the administrative burden and delays
associated with such regquirements, it would not enter into this Base Contract if the
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provisions of the Government Code of California and the Public Contracts Code
of Cadlifornia applicable to state contracts, including, but not limited to,
advertising and competitive bidding requirements and prompt payment
requirements would apply to or be required to be incorporated in this Base
Contract. Accordingly, pursuant to Section 80014(b) of the Water Code, Buyer
has determined that it would be detrimental to accomplishing the purposes of
Division 27 (commencing with Section 80000) of the Water Code to make such
provisions applicable to this Base Contract and that such provisions and
requirements are therefore not applicable to or incorporated in this Base Contract.

11. The following shall be added immediately following Section 13.9:

13.10. It isunderstood by the parties that, with respect to the Buyer, only the
following persons or such other persons as designated in writing by Buyer shall
be authorized to enter into any transaction contemplated hereunder on behalf of
Buyer: (1) Mark Baldwin; (2) Chuck Toney.

12. The following shall be added immediately following Section 13.10:

13.11. It isunderstood by the parties that the California Department of Water
Resources means the California Department of Water Resources, acting solely
under the authority and powers created by AB1-X, codified as Sections 80000
through 80270 of the Water Code of California, as amended, and not under its
powers and responsibilities with respect to the State Water Resources
Development System.
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